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Speech by the Mayor of uBuhlebezwe Municipality, Z.D. Nxumalo on the 
occasion of the Council meeting to present an Adjustments Budget for the 
2014/2015 financial year. 

19 February 2014 

Madame Speaker, Executive Committee Members, Councillors, Management and 
every one present; good afternoon. 

On the 22 nd of January we assembled at this council chamber as we were tabling the 
municipality’s mid-term budget review. From the report it was agreed by this council 
that the budgets for the current year will be adjusted in order to adjust expenditures 
and revenues. 

One of the major adjustments that were identified was the factoring in on the Small 
Town Rehabilitation Grant rollover of R8.7million and a new additional funding of 
R9.7 million for Ixopo Bus rank which was not included in the original budget. 

Another major adjustment requirement was that of depreciation. Initially we had 
budgeted for R18million for depreciation; however the depreciation has been 
adjusted down to R16 million due to midterm depreciation which amounts to R7.9 
million 

Madame Speaker, I must indicate to this house that the act coupled with the GRAP 
standards (GRAP 17) compels us to budget for depreciation in as much we all know 
that it is a non-cash item. This may be seen as affecting our budget surplus 
negatively; however in terms of cash flows we still remain very solid. 

We have also budgeted for some items in our Capital Budget, As our procurement 
plan we manage to acquire all Assets . The SCM processes were followed, Some of 
the major Assets that were acquired are as followed. 

1. Passenger Vehicle 

2. Compactor Truck 

3. Traffic Vehicle 

4. Jaws of Life 

5. 4x4doublecab 

On the week of the 02 th to 06 st February, the management together with Exco and 
Finance Committee held a strategic planning session to discuss the document that I 
am presenting today. 

Madam Speaker, the Adjusted budget that I am presenting today totals 

R125 742 961.42 million. You will recall that our initial budget which we approved in 

May 2014 was R114 652 000 million. 


Madame Speaker I am adamant that in this financial year the municipality will ensure 
that the budget is expended as at 30 June 2015. This will enable us to maintain the 
clean audit that we had received in the past financial year. 



Thank you. 


RECOMMENDATION 

ln view of the above explanation, I recommend that: 

1. Council approves the adjustments budget as tabled today with all the B- 
schedules as prescribed 

2. Council approves the revision to service delivery targets and performance 
indicators in the service delivery and budget implementation plan. 




RESOLUTION 


The copy of the resolution is attached as an annexure. 



EXECUTIVE SUMMARY 


uBuhlebezwe Municipality prepared its budget according to the Municipal Finance 
Management Act, Municipal Budget and Reporting Regulations and Budgeting 
Circulars issued by National Treasury. 

MUNICIPAL ENTITIES / EXTERNAL MECHANISMS 

• The Municipality does not make use of any entities or external mechanisms 
for services delivery within the municipal area. 

FINANCIAL AND SERVICE DELIVERY IMPLICATIONS 

• The municipality has an approved five year plan, which is the Integrated 
Development Plan. This plan is then aligned to the budget, which is then 
aligned to the Service Delivery and Budget Implementation Plan. 

• The adjustments budget document has been prepared according to the 
Municipal Budget and Reporting Regulations as prescribed by National 
Treasury ; B-Schedules. 

• The 2014/2015 adjusted budget serves as a tool to increase service delivery 
and to upgrade the infrastructure within the municipal area. 

• Revenue has been adjusted downwards, due to an analysis conducted which 
illustrates that if left unadjusted, the budget will remain unfunded. 

The table below illustrates the adjustments in revenue: 


Details 

Original 

Budget 

Adjusted 

Budget 

Comment 

Interest on 
Investments 

2 840 000 

4 416 152 

The increase on interest is due 
to better management of 
investments and investing 
available cash effectively. 


EFFECT OF THE ADJUSTMENTS BUDGET ON SERVICE DELIVERY AND 
BUDGET IMPLIMENTATION PLAN, SERVICE DELIVERY AGREEMENTS AND 
MEDIUM TERM EXPENDITURE FRAMEWORK 

• The adjustments on the original budget will be cascaded down to the Service 
Delivery and Budget Implementation Plan 




• Targets from the Service Delivery Adjusted will be adjusted to accommodate 
the new projects and adjust revenue and expenditure targets according to the 
adjusted figures. 

• Time frames for the performance agreements will be adjusted to be in line 
with the Service Delivery and Budget Implementation Plan. 


ADJUSTED TABLES 

Attached as an annexure are the following tables 

1. Table B1 - Adjustments Budget Summary 

2. Table B2 - Adjustments Budgets Financial Performance 

3. Table B3 - Adjustments Budgets Financial Performance ( Exp & Rev by Vote) 

4. Table B4 - Adjustments Budget Financial performance (Rev and Exp) 

5. Table B5 - Adjustments Capital Expenditure Budget by Vote and Funding 

6. Table B6 - Adjustments Budget Financial Position 

7. Table B7 -Adjustments Budgets Cash Flows 

8. Table B8 - Cash Backed Reserves and Accumulated Surplus 

9. Table B9 - Asset Management 

10. Table BIO - Basic Service Delivery Measurements 



PART - 2 


ADJUSTMENTS BUDGET ASSUMPTIONS 

The 2014/2015 adjustments budget was prepared in accordance with guidelines 
and assumptions as outlined in Municipal Budget and Reporting Regulations, taking 
into consideration the following aspects: 

• National budget assumptions, guidelines and projections; 

• Alignment with national and provincial priorities; 

• Headline inflation and gross domestic products forecasts; and 

• Revenue assumptions with regard to grants allocation in terms of 
revised DORA. 

• Anticipated own revenue from rates and services charges, sundry 
charges and other revenues and affordability of ratepayers and 
consumers services; 

• The ability of municipality to collect revenue (payment level); 

• Operating expenditure cost drivers and growth thereof; 

• Capital budget funding model; 

• Provincial Gazzette, reflection provincial allocations 


ADJUSTMENT BUDGETS FUNDING 

The main source of funding is the equitable share followed by conditional grant 
allocations. 

The budget is a funded budget albeit there may a deficit if the non-cash items; i.e. 
Depreciation and Provision for bad debts are counted for as part of the expenditure. 


Total Operational Budget 

R125 742 961 

Small Town Roll Over 

R 

8 791 803 

Total Revenue 

R159 037 000 

Surplus 

R 

42 325 842 

Capital Expenditure 

R_ 

58 861 257 

Deficit 

R 16 535 415 

Add back depreciation 

R 

16 000 000 

Add back provision for bad debts 

R_ 

1 000 000 

Surplus 

R_ 

464 585 



The reconciliation is based on the assumption the all revenues are received and all 
expenditure is incurred. However based on the past events, the revenue from rates 
and refuse is anticipated to be at 95% of the budget excluding long term debts. The 
operational expenditure is anticipated to be at 80% at the end of the financial year. 


ADJUSTMENTS TO EXPENDITURE ON ALLOCATIONS AND GRANT 
PROGRAMMES 

The municipality has adjusted revenue on allocations upwards resulting from 
Electrification Grant allocation from Department of Energy and Small Town Grant 
from COGTA. 

1. Ixopo Electrification R10 815 000 

2. Small Town( Ixopo Bus Rank) R 9 700 000 

These grants were not included in the budget. 


ADJUSTMENTS TO ALLOCATIONS MADE BY THE MUNICIPALITY 

The municipality did not issue any allocations in kind. 

ADJUSTMENTS TO ALLOCATIONS TO COUNCILLORS AND EMPLOYEE 
BENEFITS 

The budget on employee related costs and benefits has been monitored as a result 
no major adjustments were made except for Virements on medical aid company 
contributions, Overtime, This was as a result of more employees that joined the 
medical aid insurance during the financial year. 

The councillor remuneration has not been adjusted due to the fact that the upper 
limits had not been issued at the preparation of the document. 


ADJUSTMENTS TO SERVICE DELIVERY AND BUDGET IMPLIMENTATION 
PLAN 


There were no major adjustments to the Service Delivery and Budget 
Implementation Plan. 



ADJUSTMENTS TO CAPITAL EXPENDITURE 

There were new additional Capital Expenditures due to the disaster which befell the 
municipality (lightning damage). There is also an additional funding of R 9 700 000 
from COGTA for constructing Ixopo Bus rank. Funds were shifted between projects 
based on procurement outcomes on each project. The previous year’s Small Town 
projects totalling to R8 971 802 were added in the budget through approved roll over 
from COGTA. 

OTHER SUPPORTING SCHEDULES 

The supporting schedules are attached as an annexure 

NET CASH FLOWS 

Cash and Cash equivalents amounted to R117 810 404 million as at 31 December 
2014. Unspent grants amounted to R34 404 635 million. 

The net cash flow as at 31/12/2014 was as follows: 


Cash and investments 

Unspent Grants 

Net Cash Flow 

R 117 810 404 

R 34 404 635 

R 83 405 769 








The table above reflects that the municipality can continue to operate in the next 12 
months. 


